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INTRODUCTION 



How are you going to use your job skills after you finish 
school?' * y 



Have you ever thought about starting your own auto repair 
shop? * ' 



This module^Hes crimes people who have started and managed 
auto repair shopsi It gives you an idea of what they do 
and spme of the special skills they need. 

You will jread about 

planning ari auto repair shop * 
* choosing a location . 
getting money to start 
being in charg^ ^ 
organizing the work 
setting prices 
advertising and selling 
keeping financial records 
keeping your .business successful 



You will also have a| chance to practice sdme of the things 
that autp repair shop owners do. 

Then you will have a better idea of whether a career as an 
auto repair shop owner is for you. * 



Before you study this module, you might /want to read 
Module 1, Getting Down to Business^: What's It All About ? 



When you finish thife module, you might want to read 

Module 2, Getting Down to Business:/ Farrp Equipment 
[Repair ; 

Module 10, Getting Down to Business: BicycLe Store . 
These Modules are related, to similar businesses. 



UNIT 1 



Planning an Auto Repair Shop 



Goal: To .help you plan your auto repair shop. 

Objective 1: Describe the services, customers, and 
competition, of an auto repair shop, 

• • *i 

• Objective 2: List three personal qualities a car 
repair shop owner might have. 

Objective 3:- List three ways to help your business 
compete successfully. 

Objective 4: List one legal requirement for running 
this business. 



.,er!c 
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FROM MECHANIC TO BUSINESS OWNER 



Matthew Zarcone had worked for 10 years as an auto 
mechanic, ' "After studying auto repair in high school, I 
got a job with a car dealer doing maintenance work and • 
regular check-ups on new cars,.- Thfcn I "was a general 
mechanic in a gas station. Now I'm working at Larry's 
German Cars, doing brake work, I'm tired of working for 
someone else, I'd like to start my own shop." 



Matt decked to start fixing his friends' cars at , 
nights and ©^weekends while he was-^iill working at 
Larry's, Larry sai^d: "I don't care if you fcake some of my 
customers, too. We 1 .always have too much work to do 
anyway." Matt, thought he cbuld work at home. . But fie'found 
out that tbe town zoning department' didn 1 t allow backyard, 
car repair businesses, v So he found an empty service bay. he 
Qould use off-hours for\free. 



Matt studied what other shops in .his area were doing. 
•Most were so busy that th^y took customers by appointment, * 
Some foreign car repair shops -weren't .doing so well — too 
much competition/ Several gas-stations that -did small jobs 
had closed dqwn during the time when gas was especallyx 
scarce. In other shops, customers had to leave their cars 
for a long time. 



Matt decided to do some small jobs (oil changes^ lubes, 
tuneups), plus his. favorite — brakg. work. „ He figured' that 
it would be cheaper and easier to "specialize" than to 
start a general repair shop. "I can be really good and do 
the work 'more quickly than other shops. Customers at 
Larry's- are always complaining .about leaving their car all 
day. I can charge less because I'll buy my supplies in 
large quantities. And I'll have less equipment to buy./ 1 

He decided to call his business In-and A 0ut Car Repair. 
He would give faster, better service than his •competition r 
at lower prices. He could do oil changes, lubes, and 
tuneups in less than an hour. .Brake jobs would take 
longer, but.Matt would promise "j.n by 9, out by 1." 



/ 
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Planning an Auto Repair Shop 



There are many, many small businesses in America. * Small businesses 

♦ 

can 'have as few as one worker (the owner) or as many as four worker^. A 
small business owner is ^self-employed Often a whole family works 
together in a small business. 

Matt f s business "is part of one of out country's largest industries — 
the automobile industry. One out of every six American workers is in a 
business that makes,, sells, or services cars or car products. Some of 
these businesses are very large, such as the companies that make the 
'cars. Many others are medium-sized, like some of the car dealers that 
sell and service new cars. Others, like auto repair shops and gas 
stations, can be quite small. In this module, we will be talking about 
smaljf auto repair businesses that: 

• are owned by one or two people; 

• have a small number of employees (four or less); and . v 

• repair or mai-ntain cars. 



s 



In deciding whether to start a small.. repair business, you should do 
the following planning/ 

• Decide whether you're right for this kind of business. 

• Study 1 trends in the business, the services you can offer, and 
f the customers anid competition you'll have. . 

• Choose the special ways you plan to compete. ' 
\Find out about legal requirements for this kind of business.. 




sdnal Qualities You'll Need 



•You should have certain personal qualities to succeed as a <\ar 
repair shop owner. You should: \ 

. u , • 



ERIC 



like cars and <Work well with tools and machines; \ fy«y \ 
be willing to keep up to 'date on new information atoyt cars; 
have ~good business sense; \ 
work .well with people' (both customers and workers); aind 
be strong, healthy, and willing to work hard*- 



\ Having schooling and experience in business and car repajir is 
important. You should try hard to make your business* succeed, Tb 
means wrfrking long, hard hour§> to get the business ' going ^llceep 
running. As Matt put' it, "Being 'a small business [owner is kard b 
rewarding. You've got to\think, eat, and sleep 

^you'll probably do wel\ and be happy ,1* 



but 

r business. Then 



is 

.i 
it 



Trends- 



There are many things happening in^the world today that affect 
automobile businesses, /Some-of these trends include:' * % 

'the high cdst of new cars; * v 
popularity of small foreign cars; < §m 

y * 

^decreased numb er/oj^ gas stations doing car repair; . 
c ». 
increased interest in saving' gas and keeping the air -clean; and 

greater demand for .quick service. 



Matt thought about all these trends in planning his business,' He 

decided that his chances- of doing well with some kind of auto repair 

shop were pretty high since demand u f or repair services in his town c was 

» 

_high. If he offered specialized, quick service he'd have even a better 
chance -of* success , • * * 



Services 



You can start almost any kind of autb repair shop you want. 



Basically^ though, thfere are four kinds., 



i • 
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1., General repair shops — These are shops that offer many services 
for many kinds qf, carg. 

2. Specialty shops — These are shops that specialize in certain 
"*4cinds of cars, such ast A 1 

• American cars; 

• ' foreign cars; &nd 

• "antique and. classic" cars, 

3. Special service shops — These shops offer certain kinds of 
services, such as: 

• electrical .systems ; 

• engines; 

• transmissions ; and ^ 

• brakes • 

4. The "other" shops — These shapfe offer "other" services, such as: 

• diagnostic and inspectiSn service; 

• body repair and painting; and 

• -customizing (sun roofs, special trim, etc.). 



istomers 



Since most people own cars, your shop will 'probably Jiave customers 
* • / " 

of various ages and backgrounds. *Irf general, people coming to your shop 

will, be tmxse who: 

V * 

\ * 

• live in your area; ' t , - v , 

• have the kind of car you work on; and 

• need the kind of service you offer. 



The more you specialize, the more your customers will be alike. For 
example,' v if you repair Mercedes only, your customeT^vill probably all 
be wealthy people with high-quality tastes. Once you decide on the 
service/* -you 1 H offer, you 1 if have a\better idea of whdm your customers 
will i>e\ \ 



* 
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Competition ^ • 1 

Auto, repair- shops have several kinds of competition: 

+ oar dealers (businesses Chosen by the' manufacturers to sell and 

• \? . fr 

*^ service their brand of car>;*' 4t , ; 

• gas stations, (businesses ttfat feell gasoline >and other car 
products and do certain repair services); ar\d ' \ 

• other car repair ^shops (tioth those offering general and special* 
services ; • * • 



Spec Lai Ways to Compete , 

Like Matt, you must mak'e your business bettexj or different from your 
competition in order to attract customers, Ext^a services you can offer 
include: 

free pick-up and delivery of^ars;*^ 
free towing; e . 
s free diagnostic checks; 

24-hour emergency service; -and , 
special guarantees on your work. 



You should decide what your services will be and what extras/ you 1 11 
offer. Then ydu should decide on youi^ business image. Decide what you 
want people to think about when they hear about your business. For 
Matt, it was ""quick service' by skilled workers, n Then advertise your 
'business image, I*efc* customers know how you're different. 



Permits » * * 



To open your *sho$, you'll need to get business permits, such as! 
f a permit from the State Bureau of Automotive Repair; 

a local business license (from the town you're located^in); 
»• »l<bcal building and zoning permits; and 



• a permit ftom; the State Sales Tax Agency (for selling ,parts to 

. ' \ ' * . ' ' * 

customers). 

You should contact your state business licensing age^iy to learn 
/ what you' need to dp in your state. f 



.Summary 



You should, ^pend time planning your business bef ore you open the 
door6. Study business trends, "possible services, customers -and 
competition. Decide on you^ services and your business image* Then get 
the business permits your state and town require. ✓ 



•7 
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Learning Activities 



Individual Activities % 

1. Would you like running an*auto repair shop? Check each statement 
below that fits you. • 

I don't mind hard work. 

I like working with £ars. 

* * 
I can handle people well, even if they're ^n a bad mood, 

I'm good at explaining things. * 

I can get people* to follow my directions. 

I don't mind doing paperwork. s 

I like hearing or reading about small businesses other people 

have started. 

' y * 

2. a. List several shops \n yoiTr area that specialize in different 

kinds of services. List the name of each shop and the special 
services it offers. 

* » ■ 

b. List several auto repair shops in your area that only fix | 
certain kinds of car3. * 

*> b 

c. List "extra" services (like free towing) that various shops give. 

3. Are there any car repair 6 sh0p^ (not gas stations-) in your area that 
are small (four workers or less)? List one. 

4. Call your lo£al City Cleric and ask about the kinds of permits your / 
town requires to start a car repair shop. Find out state 
requirements too if you can# 



11 
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^ Discussion Questions y 

*< i , " 

1. Do you think Matt made good decisions about the services to offer in 
his shop? Do you think his idea ,for a business image will help make 
his business successful? 



2. Look at the list of trends affecting businesses in the text. List 
other trends you can think of. What does each trend suggest to you 

^)bout whether auto xepair shops will continue to be popular in the 
U.S.? What kinds' of auto repair shops do you think will be 

» 

successful? What kinds of auto-related services do you think v wil\ 
be successful? ~ 

3. What training, experience-* and other resources do you think you 
should have before opening a auto repair shop? Could you start one 

# right after high school? - ^ 



Group Activity 

r * J 

Locate the owner of a small auto repair- shop near you. Invite that 
person to visit your class to share his or her experiences in running 
the business. Make up a list of questions to ask the visitor such as 
the following. * < 

• What kind of education and work experience do. you have? 

• Why did you decide to open your car repair shop? 

^ • How much time did yoU spend planning your business before you 
opened? What did you do? i ' 

• What services do you provide? , 

• Who is your competition? How, is your business different and 
better? 

• How 3id,you decide on a location? 

• Hoy much money did it take fo get 8 tat ted? Where did you get it? 

• What are the responsibilities you have 'in running the business? " 

• Whafe^is a typical day like/ for you? 



What personal qualities are important in an auto repair shop 
owner? • < ' m + 

What things odo you especially like about running your business?' 
What things do you dislike? * *' 

If you had it to do over again, would you start a car repair 
shop? 
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Choosing a Location 



Objective 1:* List several things to think about in 
picking an area and a building for your business. 

Objective 2: Pick the best location for an auto 
repair shop frojn three choices. 
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MATT V SETS UP SHOP 



Matt's business on the side kep^t growing. He thought 
the idea. of "going it on his own" was a good idea. He 
decided to quit work at^Larry's and run his^ own business 
full-time. He made a list of all the Qther* shops that 
specialised in tuneups and brakes. He marked their loca- 
tions on a city map and found an arekr-the northeast part ^ 
of town — where there were no marks..' The place he was u^ing 
at night was in this area. • There was a large shopping mal'l 
there and lots of traffic. Matt thought that there would 
be enough customers in^that area who would want his 
services . 



He looked for a building that he co^Td use. He' found 
one closed gas station that was for rent from the oil 
company. It was fairly expensive and was on a side 
street. Matt didn't think that the building was in a busy 
enough area to succeed as a qu|ck-service repair shop. 

j 

Matt also thought about buying land near the chopping 



e frhoppi 
have jus 



mall and building his own shop. Then he could havfe jusft 
the layout he wanted. He dropped this idea quickly when he 
found out how much a new building would cost, plus the land. 



Matt was having trouble deciding what to do. One 
evening he talked to Tom at the U-Servfe Station. "We've 
decided to stop servicing cars," said Tom. "We're making' > 
lots of money on gasoline and would like to avoid the 
hassle of repairs. Our mechanics keep quitting anyway. 
You can rent our garage for a low price each month. You'll 
have to change the shop a little for your business. But if 
you want it, it's yours!" v 

Matt knew that Tom had a healthy business. He could 
refer his gasoline customers to Matt for repaid work. The 
station was on a fairly busy street and was in the, 
northeast p|£t of town. Matt's present customers already 
kneu where it was* When Tom told him the py^e, Matt 
decoaed to take it* 

/. ■ ' 

Matt' made plans to pav^ an area on fefie side of the 
garage for parking and to put in doors/in the back of: th€-^ 
service bays* He also got permission from the city to put' 
an exit on the street behind the station. Matt got a big 
sign to put up-nertt-. tab Tom's* He signed papers with Tom to 
lease the space for raree years, at $400 a month. 

A • - 
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Choosing a Location- 



In deciding, where" to locate, your car repair business, you yill need), 
to study your customers, and- competition and the spot$ that are 
available* You should pick an area where you'll be able to attract a 
lot of business. You 1 11 also need to pick "a building t hat is *' . 

e 

well-suited to the kind of work you'll be doing ♦ 



Pifcking an Area 

/First you should choose a town (and part of iown^wfrere you want- fo 
8 tart- your shop. You should consider the following. 



Close to customers . Make sure that you locate, your shop in a part 
of town where there are people who need and can"Aff<5Vd your service. 
The more you specialize, ^the . more careful you need to be about locating 
near (enough people who will want your service,. For example, you may 
want ±o Repair repair a certain kind of expensive car only* Then you 
may not do well >in a lower income town. Ygu may be the 6nly ope in the^ 
area to do a certain kind of repair that peogle need, however. Then, 
your customers will* be willing to driv*e a~disUmcfe to find you. 



Far from competition .- Most town* have many car repair shops. Ybu * 
probably won't be able to locate far away from all of them. However, 
you should not locate ftext door to a shop offering the same services you 
dp. If a car repair shop offers different services, it might" be fine to 
locate nearby.. Then the other shop might refer some customers „ to you 
for repair work that they do not do. 

■ ; ' , '• ; ■ • 

Convenient . You location should be fairly easy to find and to get 
to. 'If you're a "quick#servjLce" shop, you should probably locate on a, 

< & '• V is 2l *' . • 



main road so peqple can save time finding you. If you're a general or 
specialty shop, you probably won 1 1 need a central location. " If you do 
good advertising ^nd offer good 'services,* people won't mind coming to 
you on a side street. However, if possible, ' j&'f owners' should choose a 
spot that is -close to the street and that is not blocked by Heavy - 
traffic or parked trucks. ' 

Check out' the success of other car repair businesses in the arfa. 
Especially look at the past business in^the^spot you are ^interested in. 
If they, haven't done Veil, find out why. Can you do something different 
to succeed? If not, pi ck^ another location with ^-better business 
history*. x i S 0 

;. . .' ' 

Picking a Building * • „ 

There* are several way's you-can get-'a building to use for yoyr shop. 
You cdn bpild'your own-garage, buy one'that is for sale, or rent (or 
lease) one. If your town permits, you can also worlfTSTit o:E your own 
home. Another idea is to sublease space from another business. For 
exampl-|, you may be afele to lease the garage area from a**gas station 
ttV&t has changed to "gas only 11 (like Matt did). * You might also be ^ble 
to rent one or two service bays from a larger car repair shop. You 
would do that only if your two businesses offer dliferent^services. You 
should try to lease»or sublease, if possible* These are less expensive 
ways than building or buying. 

- . ■ - 

In- picking a^place to set up your shop, you should look for a 

building th^f has the following features. * * 



It has enough space . To start, yo^i #ill need one or two service 

bays where you will do your repair work. You will- need storage space 

f6r toolS, parts, and equipment. You'll need a smalL pf f ice to do your 

bookkeeping, plus a waiting area for customers. You* shopld have a large 

driveway so .customers can enter easily.' You should alffTTTiave enough 

i - ' 

•space tp park customers' cars before and after- you work or\ them. 



^ It has^the right equipment or can be changed easily . Your shop will 
need hydraulic lifts so you can work on^your customers 1 cars. It also 
should. have oversize doors so cars' can enter easily. If you have a 
"drive through" repair shop, you.' IV need doors at the front and back of 
your garage. -Try^to pick a building that has much of what you need. 
The spot you pick may not have everything, however. If not, you'll have 
to have certain equipment installed or changes made. R^iember to 
include the cost of changes in figuring out how much money you'll need. 

It is in good shape . Your building should have sturdy walls, a roof 
f that doesn't leak, and good heating, plumbing, and Wring. It doesn't 
have to be. "elegant ." But it should be" neat and nicely 'painted. 
Keeping tools and paperwork out of the way and cleaning up oil spills 
will also help to keep customers. 



It is the right pri.ce .* You'll need more 'space and more equipment 
for your repair sl^p than many other small business owners will. Try to- \ 
find a building that meets your needs and costs as li.ttle as possible. 
The money you/savein building cosgts can be used to buy more repair 
equipment. 




Summary 

Choosing a location fj>r ^our cai#£*epair shop is an important 
decision. You should find am area that has enough customers and that is 
, not close to your main ym petition. Your building should be large 
> enough, in good conditioh," and as inexpensive as possible*- 



/ 
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Learning Activities 



Individual Activities 



1. For each of the following kinds of car repair shops, find .the 
location that would be besrt. Use ^ch answer only once. 



_Qulck-tune shop 



Small foreign car repair 
shop 



a. * Garage on a side street 

that has been occupied, 
by several f car repair 
businesses injtjfie past 
two years 

b. Well-equipped shop on 
the edge of k large cit 



S hop servicing just 
* one make of foreign car 




c. Small garage on a main 
street near several 

. foreign and American 
car repair shops 

d. Garage located near 
middle-income apart- 

. ment buildings 



2. List three kindS space an auto repair shop needs. 



2$ 
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3.j Assume that you want to open an auto repair shop like Matt f s in your 
area* Do £he following research: 

\^a. ^Make a list of the other shops doing the tuneup an<f*brake Work- 
er? 

**that would be your competition and where they are located. 

b. Talk to a few possible customers. Find out whether they would 
be interested in coming to your shop. * f ^ 

c. List several streets where you might want to locate. 



Discussion Questions 

1. Do you think Matt made a good choice of Iqcation? List other places 
he could have collected information. y - * 

? 

2. # Based on what you learned in t,he Xndividual Activities' . question #3, 

y do you think it would be wise to start; a quick-tune and brake shop 
in your town? ' Why, or why Qot?* What area would *you consider ideal? 

3» A central convenient location is more important for certain kinds of 
P auto repair shops than fpr.others. Why? 



ir shops than fpr»others. Why 

X *y 



Group Activity > , ' 

Do the following activity in a small group. Think of a certain kind 
of auto repair shop (for example, a shop that repairs one foreign 
mafce). .Find the'best location for this kind of shop in your town. You 
may decide that an existing car repair business has, the best spot. Or 
you may find another spot that you think' is better. 

1. Make a list, of the existing businesses of this kind in your 
town. Mark on a map where they are located. 

2. Circle- areas where you think possible customers of this kitfcd of 
shop live.* 
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3. 
4. 



Ask a' realtor' where he or she thinks the best new* \ocption would 
.be. 



Mark the location you choose on your^m^p 
why you made the choice you did. 




ain to the class 
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UNIT 3 
















< , Getting Money to* Start 








h Goal: To help you plan how to get money to sTart your 








business. 


* 






Objective X: Write a business description for 


your 




*> 


auto repair, fehop. 
* 








objective 2+„ v Given starting expenses 'for your 


auto 






m repair shop and your money., on hand, complete 


a 






statement of financial need. 
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MATT LINES UP THE NEEDED FUND'S 



Matt needed a business loan to get his shop off to a 
good start. He met with his accountant Peter and planned, 
how much he'd need. He had $15,000 of hi£ own money. Some 
of this he'd saved oyer tfie years. Some of it came *f rom 
selling an old Model-T he'd bought and fijced up. He 
decided to put* $10, 000 into the business He would use the 
other $5»000 to live on until his business started making a 
profit. ,He'd also use his wife's inccW. Peter seemed to? 
, think he could "break even" in around/six months. Mart's 
Aunt SaraH was excited about his ide^. She wanted to 
invest $10,000 in the business. 

t 

Matt figured his biggest expenses tp start would be 
* equipment, furniture, parts, supplies, and renovations. He 
already had a good set of hand tools. He could buy a scope 
for $5,000 and a used brake lathe/for $2,500. A battery x 
charger would cost around $1,500*? A nice sign for the j 
front of *the shop would cost $500. It would take another 
$500 to get a used desk and fil^f cabinet. 

Matt also needed a fairly Jrarge inventory of auto 
$ parts: brake shoes (many different sizes), $1,000; spark 

plugs, $1,500; oil filters an$ other ; parts, 7 $500. Shop 
P. supplies would cost another ^l,000jto-start, and office 
supplies would cost $510. ^^e^state also required him to 
pay $1,000 ahead'-of time to £over sales tax he'd collect. 

t 

The work on the garage <and the driveway (improvements)^ 
would cost # around $2,000. /Other; start-up expenses included 
advertising, insurance, business permits, accountant and 
lawyer fees, and deposits/for .rent and utilities. 



Peter helped Matt to/figure 6ut his operating expenses 
for the first six montl\rf. They included the Tnoney Matt 
would need to-pay the p^rt-time mechanic he'd hire in 3 
months. They prepared 'a statement of financial need. They 
also wrote a business ie&cription telling how Matt got his 
idea, why he thought it was a good one, and how he planned 
to make it wpxk. Thefe were other f orms ^to' f ill out, too. 
But finally Matt was /ready for the loan interview. 



Getting Money to Start 



Starting a car ^repair business takes more money than many other 
small businesses, 'You will have ; all the usual start-up expenses • You 
.will also have to spend a lot of money on equipment, parts, and other 
supplies ♦ You will probably need to get a business loan from a bank or 
other lending agency. To prove you're a good business risk^* you'll Tjeed 
to give the bank the following information: information about yourself 
(a resume), a description of your business^ and financial information 
about your business. Two forms jou'll need to complete are discussed 
below. 



Business Description ' ' 

Loan officers will want to know the kind of repair shop you are 
starting and how you will run it. The^ will want to know how carefully 
you have planned your business and its changes for success^ Your \ 
business description should be written clearly and simply. It §houkd 
tell the lender: 

the kind of 'business you have and the services you. will provide; 
the locatjLoarif the business and why* you chose it; 
^--eh^custdmers ypu plan .to serve; 
the competition you have; 

how you've made your business special in ordex to succeed 
(business name, special services, etc.); and 
your piafts for growth „ ; 
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Statement of Financial Need 

The statement of financial need tells the bank how much money you 
have' and how much you need to borrow. The form Matt filled out for his 
repair shop appears below. The* form you 1 11 use. for your business may 
^not look just like this, but it should contain tfee same information. 



STATEMENT OF 


FINANCIAL NEED 


expenses vrirsc o mos.^ 




Money on Hand 


# 

Start-up Expenses 




Owner's Cash on Hand 


Rental Deposit $ 


600 




Utilities Deposit 


150 


Investment by 


Repairs and Renovations 


2,000 


Relative 


Equipment and Furniture 
Auto Parts & Supplies 


10,000 
4,000 


* TOTAL MONEY ON HAND 


Office Supplies , rf 


510 


> 




1,000 




Other 


1,000 




TOTAL START-UP EXPENSES 






Operating Expenses and Costs 




TOTAL EXPENSES 


/ ' - . ~ — 1 . "T 

C first 6 months) 

Salarv for Dart— time 




TOTAL MONEY ON HAND 


mechanic (700 x 3) 
Payroll Taxes (70 x 3) 




TOTAL BUSINESS LOAN 


Kent (600 x 6) 




NEEDED 


Utilities (150 x 6) 






Equipment (50 x 6) 






Auto Parts & Supplies 






(800 x 6) 
Office Supplies (30 x 6) 


> 




Advertising ( 8(30 x'6) 






Other <200 x 6) 






TOTAL OPERATING EXPENSES 
AND COSTS 






TOTAL EXPENSES (6 mos.) 






♦ 

? 






• 

The left side of the form- 


lists 


the amount of money you think you'll 


need for the first few months 


of business. This includes start-up . 



expenses and expenses to operate the business Until you have enough 
customers for your business to pay for itself. It H wiH probably take 



you six months to a year to break even in your auto repair business. 



Start-up expenses include rent and utility deposits, repairs and 

changes to the byilding (renovations)) and advertising. Auto parts, 

tools, and equipment you 1 11 need will depend on the car repair services 

you plan to offer. SuWlies for the shop include oil, gtyase, brake 

fluid, cleaners,, etc. fyni'll also need office supplies like paper and 

> 

pens . 



Other expenses you 1 11 have are business permits and lawyer and 
accountant fees. You 1 11 probably have to put money in your state tax 
fund before you even start your business . Working in an auto repair 
shop can be dangerous. Your customers, too, can be injured in their 
cars because of mistakes you make. So you'll need a lot of business 
insurance. 

Monthly operating expenses are money you will spend every month on 
parts, supplies, rent, advertising, salaries, etc. 



Money on hand includes your own money and personal gifts, loans, and • 
investments. Ranks usually require you to have a fairly large amount of 
money on hand in order to get a business' loan. Most lending agencies 
require you to supply at least one half of the total amount needed. It 
may take, several years of saving to get enough. You may also have to 
"scramble" to get additional money from family and friends. 



To figure out the total business loan needed, you subtract your * 
money on hand from total expenses. The bank will look at your form and 
decide if they are willing to lend you this amount. The bank 'm^y decide 
that you haven't planned well enough. You may need more money than you 
thought. If the bank thinks that your business is headed for success, 
they may actually give you more money than you ask* for. They may also 
offer you lesa. 



It is important to think /carefully about how much your expenses will 
be and how much money you will need. If you ask for too much, you may 
not get the loan. If you ask for too litt^e } your business may go broke. 
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Summary ^ 

In applying for a, loan, you will* need to g^ve certain information t 
the bank to show that you will be a good business manager and that your 
business has a high chance of success. You will need to write a ^ 
business description and a statement *>f firiancial need. The amount you 
will need -to borrow depends on your start-up and monthly expenses and 
tihe money you already have on hand. 



J 



Learning Activities 

Individual Activities 



1. Below is "a list of things you may need to start you£ own auto^pepair 
shop. In the blanks, indicate whether each item id equipment (E), 
parts (P), or , supplies (S).' • 



Antifreeze Oil filters 



ERLC 



JJrake lathe ' Spark plugs 

_Brake shoes Timing light 

Dynamometer t Transmission 



Grease gun fluid 



Motor oil Wheel balancer 



rite a business description for In-and-Out Car Repair. Include two 
or three sentences about each of the six topics mentioned in the 
text. Remember that this description should show the bank that 
Matt's business is well planned and likely to succeed. 

3. Write a short definition for the. word "resume. 11 List five pieces of 
information Matt should include in his resume. You may use 
information you have gotten from ot&ietf classes or jobs. You may 




also ask a parent, friend, or teadher. 

V 
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4. Complete Matt 1 s statement of financial, need: 

• Add up all his startrup expenses, - *' 
Figure out six-month figures for each type of operating expense, 

• Add up all his operating, expenses for the first six months, 

• Figute out Matt's total expenses (start-up expenses plus 
operating expenses). • 

Fill in owner's cash on hand and investments, and figure out 

the total money on hancj* » ^ 

•* * 

• Calculate the tptal business loan needed. 



Discussion Questions 

la. What does it me^n for a business to "break even?" Why do you think 
it would take a car repair business several months or a year to 
break even? What, usually happens after a business reaches this r 
point? , 

b. How much did Matt need to. sell in his business in a month to>break 
even? -Why did he need about $40,000 before he even opened his shop 
•r • at Tom's gas station? 

2-. How do you think the costs of starting a "quick tune" -business lik;e 
Matt's would compare with the costs of starting a' general repair 
shop? Do you think it is possible to start either type of business 
„ "on a shoestring?" If so, .give suggestions on how^ 

3. Suppose you are a banker and , you talk to the following people 

wanting business loans. Would you approve their loans? Why, or why 



not 



A woman wants to start a foreign car' repair $hop. She has 
talked to other mechanics in the area and thinks the business 
willjjido well. She has been a mechanic on Japanese cars in ^ 
another city for six years. She has no training in business. / 
The woman has $5,000 and asks to borrow $35,000. 
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b\ - A man comes to borrow money to at$rt a muffler .shop. He studied 
mechanics in school but has never worked as a mechanic,' He has. 
"however, managed a large landscaping business °. He also has 
written a good business description. He has $25^000 ~and wants 
to borrow $20,000. * ' * - 



A man wants#to start a repair shop like the §hop of his former 



boss. His" boss' s'hop is qnipe successful and is located fwo . 
blocks away. He has ,30 yean9 experience 'as a mechanic and seven 
as "a service manager. He is known as the best mechanic in 
town. He gives yo#his last bank statement: from his checking 
account. He adds a-list'of the equipment he thinks he 1 Handed* r 



Group Activity 



j 



Do the following in a small group. Figure outfhow much money you'd 
need to start the kind of car repair shop you've picked. Use the 

information about Matt 1 8 shop as a guide for costs. You may also £alk 

C ' ' * 

to a shop owner, especially about costs of the special 6<fuipment, pacts, 

and supplies you'll need. * , « " 



1. Fill out a statement of financial need based oa your research* For 
money on hand, fill in an amount th*at .ydu think -you could ^ave ^nd 
borrow in a few years. Make sure the .amount rs high enough that 
your loan will be approved. " . v ° ' 

i * » 

2. Attach a list of the specific equipment, parts, and^shop supplies ^ 

* ** 
you will need. Puti rough prices for each. ! 



\ 
\ 

/ 
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Being in Charge 



Goal: To help you plan how to hire' and train workers, < 



Objective 1: Decide how to divide the work of your 
f auto repair shop among several employees. 

Objective 2: Pick the i>est person for a mechanic 
job in your shop. 



Objective 3; List three kinds of training your 
mechanics should receive. 
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MATT HIRES HIS FIRST EMPLOYEE 



Matt opened his shop and began tuning cars. He also* . 
did oil lube jobs and fixed brakes. Most of his former, 
customers came to his shop. He got a few new ones e^ch 
week. Soon h€» needed help. ""I d<m't have enough business 
yet to fill every hour of the day, five days a w£ek. But 
I need to order parts, keep records, and plan my 
advertising. I also want, to take a few classes »i*i ^ ' 
managing a business. If I do all the mechanic work' that 
is coming in, I won't have time to keep all the other 
parts\of the business running, 

"I used to think that sitting at a desk thinking was 
an easy job. Now I know it takes lots of energy. It's 
also lots of fun. In fact, I think 'I'm getting to enjoy 
dealing with customers and planning the business more than' 
fixing brakes/ They're two different kinds of work. It's 
hard to make the shift. But think I'm doing it." 

Matt knew lpts of mechanics in town. He asked them to 
^sen^in their friends who were looking for work. He ajso 
put an ad in the local newspaper for a part.-tiiae mechanic 
'with two years' experience. This person would mainly do 
brake work. But the person also would v do the other repair 
work wh en needed • Ma£t would do the smaller mechanic — "jpbs , 
deal with customers, and handle other business matters. 

Out J>£ seven applicants, Matt chose the person with the 
right experience and the hest reference!*. This was a woman 
named Meg Bishop. The" hours were just r what she wanted 
since she was taking more car repair classes at nigHt. 
Matt promised to give her some training, too. That way she 
could pass the state test and become a certified mechanic. 

•i • 

Matt and Meg got along "well. She came to work when she 
was supposed to and worked hard. She was *good with 
xustomets. But <she preferred to have her head under the 
hood of a car. She was also willing to take over Matt's 
repair jobs if he had to leave the shop on business. 

. l i a • ; : 
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Being in Charge 



When you first start oufc, you may not have any employees • Soon 
you'll probably want to hire one or more workers. You have to decide 
what work you want them to do. Then you have to hire and train them and 
keep them happy. 



Dividing the Work 

There are lots of tasks to be done 4n a car repair shop. ^\efore you 
'hire a single employee, you'll have to decide what ^ou want him or her 

to do. You must also decide which tasks you want to do yourself. You 
* should ilake a list of all the t tasks and then decide how to divide the 

work. Your results will look Something like the following. 

Doing the repair work . Unless your business is very small, you'll 
probably want to hire. one 6r more mechanics. You may want them to work 
on all types of re^airSjork or to specialize. For example, you may want 
a transmission person, a, brake specialist, an engine mechanic, or* 
someone ta do oil changes and lubes. Evetr^peciali&jjs should be able to 
shift to other jobs -i*f need* 



Buying parts and supplies . This involves knowing what parts tos 
order, when, and how many. You* 11 talk to wholesalers and find the best 
products the lowest prices. You'll have to make sure that your shop 
has all the parts and supplies you need on any giv^ji day. You should 
keepr good inventory records of what you have. You can do this ^yourself 
or have an employee do it. 

Talking to customers and- managing other mechanics . You'll probably 

do this yourself. If your . business gets quite large, you may want to 

i 
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hire an assistant (a service manager)" for it. You must understand a&l 
the repair work 5 done iji the sho.p. You also raust^ know' how. qjuch time is 
needed for each job, and how much it will cost. You will listen to 
customers and figure out what needs to be done on 'their- cars. You will 
explain ;things to customers and handle their complaints. Jfou'll fill 
out work orders 1 and assign workers to jobs for the day. You'll also 
help on tough repair problems and inspect all work aft^r it f s done. 

Filling customers 1 work orders and keeping financial jrecords . If 
you like, to work on cars, you may not like "book work. 11 You can hire a 
bookkeeper to do these tasks if you want. But remember that it costs 
money. Even if you hav£ someone to help, you should check the books 
from time to time yourself.. ' 

You wiVl probably want* to* dcthe fb Mowing tasks ' yourself : 

• hiring, training, and 'firing workers; and 

• advertising, setting prices, and making important ^decisions 
about the future of your business. ' 

T»he kind of workers you hire depends on the kind of work you want 
them to do. Write down what you expect of each worker before you hire 
*them (a job description). Then hire as few'wqrkera as possible (to* keep 
expenses down) and still get the work done. Write a job description for 
yourself, too. Make sure that you do overall managing, and 
decisionmaking. , 



Hiring Worker^ 



In hiring workers you'll have tp decide on the work experience,, 
education, and personal qualities you want them to have.' You'll 
probably want your mechanics to be: * 

• experienced and/or trained in car repair; 

• dependable; 

• eager .to l^arn.^iew things and to tackle problems; and 

• able to get along with people and work on a team. 
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The wages you offer will depend on workers 1 skills and experience 
and the areayou live in. Try to offer good wages. so you can get 
workers that *are as good or better than your competition's. To find 
good workers, talk to friends and customers. Check the state 
employement office, the Veteran's Administration, and local schools and 
colleges. Write a "catchy 1 - 1 want ad for the newspaper. It should 
.describe the kind of person you 1 re . looking for and the work you want 
done % 

, To choose the best workers from the people who apply, interview 

those whose job applications look good to you I Ask questions about the 

kinds 'of equipment they/ve used and the tasks they've done in past 

» 

jot^s. Ask what they're g&od at and what they don't enjoy. Find out if 
tlieytre willing to work during the hours you need them (including 
overtime). > Explain the job at your shop. Tell them who their boss will 
4 e and^at atypical day will be like. . Check their references. Be 
careful about hiring people whose former bosses give poor Reports. 
Choose yoyr workers carefully. That way /you won't lose money and time - 
by having to replace ^hem. You may war*C to Ijlire new employees on a 
trial "basis to see whether they'll wo 




Training Workers ; * * T 

ji « » 

After you have hired a worker", you should give several kinds of , 
training. ,You should do the following things. 

, - Orient workers, on -the first day . When workers start work, explain 
*TTow youMdo things in your shop. Show them where tools are 4 and .how to 
use equipment.' Explain how to, reacJ work orders and how work is divided 
among wQrkerS. If they, will deal with customers or do paperwork, 
exp\aiti tttese tasks as well. * ^ 

Jrain workers in new skills . Your workers may not know how to do 
everything you want them; to do. ' This means you must spend' time leaching 
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them. You may have to train them in certain t repair jobs or in the use 
of certain equipment. ( 

Plan for more training frs needed . v Even' good workers who've been 
with you for a long time will need training. Cars and repair equipment 
are always changing. Your workers must keep up-to-date.. Mechanics 
should be learning more all the time. . You can send mechanics to 
training programs or arrange for training sessions on the job. You 
should also encourage them to study auto service manuals and to take 
classes at night. Have your mechanics pass state certification tests/ 
if possible. This helps make them better mechanics. Also you can 
improve your business image by mentioning their training in your, ads. 
State tests may |soon be required of all mechanics. - * v 



Keeping ffour rtjfprkersf Happy 



r 



The sucijeaU of your business rest^oh whether your employees come to 
work as schediletL^do their jobs well, j and are good with customers. To 
help keep "the (quality of their work hi£h, you should talk with workers. 
Praise and ( co|re<?t fcJjiertKas ne&Ied. . Try to solve all problems as soon as 
possible. Be loyal ajjd fair to workers. They will be happier" and will* 
do better work. — 



Sunmary 

♦ t 

Being a good boss means choosing your employees carefully, training 
them well, and working every day to keep them happy. If you hire the 
right workers and keep them on the job, 'your business 'will have a better 
chaiice for success. * 1 * 
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Learvdjy& Activities 

i 

Individual Activi 

1« List six, kin$$ /6f tasks that must be done in an auto repair 
business. HUt^ a star next to the' task which you would be most 
likely to g£ve to an employee instead of yourself. 

I ■ ' 

2. Find two <jr three ads in the newspaper for auto mechanics. List al 
the kinds/ of information the ads give. Which ad do you think is th 
best? wlyi 

3. Write af job description for Meg's job. Include a job, title and all 
the taaks th&t Meg will probably do. Include "extra" tasks not 
mentimed in the text that most mechanics haye to do. Explain how 
her jfob will fit in with MatVs job. • 

i ♦ . 

4. Usiiyg the job description you wrote and the sample ads you ' v 

/ 

collected, write a want ad for Meg's job. Make it short, catchy, 
&np informative 

5. Suppose you are running a shop that repairs and. service/ all kinds 
pf American cars. You have a bookkeeper 1 / cashier and two mechanics. 

/One mechanic specializes in Jtuneups and diagnosis, and one in major 

/ 

/ engine work. You are doing repair work and' acting as the service 
manager and pafts person. Even with another employee, y6u figure 
that you* 11 be overworked. 



/ 



You decide to hire another worker * If you h^ye to hire one of the 



following people, which one would you choose? \Gvve a reason for 
1 ' N/ 

your choice. . 



a. A foreign car mechanic with 10 years 1 experience who has been a 
service manager. 

b. A general mechanic with four years 1 experience who worked on 
transmissions in his last job, 

c. Ajjarts person who's been out of work for a few years and is 
willing to accept low .wages. 

d. A new graduate of a one-year automotive repair program who has 
never had a job. 



Discussion Questions ; 

1. Do you think Meg was a good choice for Matt's, job opening? Why, or 
why not? 

t 

2. Do ypii think that it would be difficult for a business owner to 
repair cars half the time and handle" customers and business matters 
the other half? Do these : two kinds of work require different 
abilities and personal qualities? 

* • 

3. Do you think a business p^rsop with little mechanical knowledge 
could succeed as a car repair shop owner/manager? What about a. 
mechanic with little business knowledge? If ygu answer yes, tell 
how you think someone, could do it. 

4. List some of the problems an auto repair shop owner might have in 
getting the work; done and iil dealing with employees. * " 1 



Group Activity 



Divide into several small groups and develop a "hiring problem 11 for 
the rest of the class to solve* Your rfcoair sHop is, somewhere in its 
first year of business and you need to hire a new worker. 
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Write a few* paragraphs describing the services your business offers, 
the 1 workers you have, and the way work is divided. 

Create a want ad for the new position you want to fill. 

Also write descriptions qf three people who have applied for the job. 

Present your case to the^class and have -them select the best 
applicant. Tell ^whether you agree with their choice. 



j 
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UNIT 5 



Organizing the Work 



To help you organize the work of your auto repair 
8 hop. 



Objective 1: Fill out a customer work order for a 
particular repair job. * 

Objective 2: Fill/\out a weekly appointment schedule 
for your customer jobju 



« j 

) 
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MATT RUNS THE SHOP 

* Matt expected to have a lot of business on brake jobs 
in June. Meg could work full-time if they got enough 
work. If they didn't she'd like to have one full day off 
each week. 



Matt required his brake-job customers to call up at 
least a day ahead and. make 1 an appointment. He wrote these 
all on a calendar. He could schedule two cars a'day for.' 
brakes since these jobs usually took about three hours 
each. Matt tried to fill the mornings first. Then they 
had a little extra time in case a problem came up with the 
brakes or they had to stop to do emergency work. * . 

Customers could just drive In for tuneups, which took 
about an hour, and oil/lubes , which took about a half-hour. 
Meg usually handled all the* customers who made brake-job 
appointments. That way she could know ahead of time wh£o 
she'd be needed and when she coifld take time off. Matt did 
the "drive-in" jobs. M£g helped him if things got busy or 
if he h^d to leave the shop. 

On Friday, 'June 18, Leroy Johnson called in. He had 
seen Matt's ad and 'wanted to schedule a brake job for • 
Tuesday of the next week. Matt scheduled Mr^ Johnson for 
Tuesday June 22 at 9 a.m. Manuel Rivera called in and 
wanted a byake job ""kny time next w£ek." He also wanted, a 
tuneup while his car was in the shop.. Matt put *his name 
down for Monday morning. Barbara Korecky needed an 
afternoon appointment for a brake job* She and Matt agreed 
on Tuesday afternoon at 1 p.tn.. During that week seven out 
Qf the ten time slots were filled. Matt had* lots <3f 

* 

smaller jobs, too. He felt he had done pretty well. 
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Organizing the Work 



Your goal as an auto repair shop owner will be to bring in lots of 
customers.^ However, Jthe more customers (and workers) you have, the more 
organized you must -be. You should keep a record of the work each 
customer wants to have done (a work order)'. You should also make out a 
work schedule so that all your repair jobs get done on time. After you 
organize the work, you or your workers must do the work* Thien you must 
explain to the customer what you've done and receive payment. 



Describing the Work 



i 



When customers come in for repair work, find* out what they want * 
done. Then fill Out a work order. On the work order,* you and the 
customfer agree to what will be done and the "ballpark" costs. Customers 
should read the work order and sign it before the-^work is 4one. 
Otherwise, they are not required by law pay for the work. 

i 

Write on the work order the date, your name, t^he time the customer 
wants the work finished, and: 

Information about the customer and the car . This includes the 
customer's name, address, and phone jiumber. You^should also put down 
the year, make*, and model of the car. Include the car license number 
and the mileage reading^ too. * m 4 



Descr iption of the work, c omments • and descr ipti on of" parts and 

— ' ~ : ' ' \ 

supplies . 4fcou can often just check off the services your customer 

wants. You may have to take detailed notes.* ynder comments you may need 

to describe special prol^ems you found or extra services needed. You 

may find that more work must be done.^ Then you must call the customer ; * 



to get an OK before you do it. You should also list any parts and 
supplies you will use. You^may have to ^finish filling out certain 
information in these sections after the work is completed. 

j 

Estimated cost and actual cost of the work . You must list an 
estimated cost of labor. plus parts on the work order before the work is 
done,. You probably should make your- estimate a bit high to cover extra 
parts and labor that might be neetied to d&Sfhe work. The amount the, 
customer actually pays can be lower than your estimate. If the actual 
cost is higher, however, the customer does not have -to pay* the bill.' 



WORK ORDER 




FROM: Mitt's In-And-Out Auto Repair- Shop DATE: June 21 C 

. 10H Main Street WORK ORDER NO:- 981 \ 

Boise, Idaho x : ORDER TAKEN BY: Matt J 

WORK FOR: Manuel Rivtra » *' * TIME WANTED: 1 p.m. 



88 El 


CaminQ Real 




Boise, 


Idaho 























YEAR, MAKE, 



/HONE: g ^| ^ . . MODEL: <* 1979 Chevy 

b c LICENSE NO: ABC-709.* 



MILEAGE: 80,000 



QTY/ DESCRIPTION. OF, PARTS ~ COST^ DESCRIPTION 6F WORK COST 



^Tuneup: 4Cyl. 
* 'Brakes: Drum-typ$ 



r/\ T? — TT^ T 



CUSTOMER'S AGREEMENT: * $ TMAL, ESTIMATED COST $125.00 



I hereby authorize you * to perl&rm^the 
above work and to use necessary ° tt * COMMENTS: Rear left tire bald, 
.materials. I agree to pay the amount \ ' f , v 'should.be replaced, 
estimated above. You and your employ,-" 
ees may operate rn^car foi\ inspection, 
testing, or delivery at my risk. • You 
will not be responsible for Toss or 

damage to car or articles left in it. jvlTOTAL^ PARTS : 

t TOTA* LABOR: 
Customer's Signature: * TAX: 

X ' TOML.' COST: 

WORK DONE BY: MLB 




A 



Customer 1 s agreement . On the rest of the work order^ you make cer- 
tain promises to the customer. This section of the form lists 'promises 
the customer makes to you.' This agreement is meant to protect you from 
* financial and legal problems that might result from working *on a 
customer's car. N 

% 

« Give the work order to the mechanic doing the job. He or she will 
make a note of any extra work that needs to be done* He or she should 
return the form to the office where all the costs are listed and the 
total cost is computed. When customers pick up the cars, give them a 
copy of the form and collect payment for the wor4c-^ 



Scheduling the Work 

In some cases you may, run your repair shop on a "first-come, 
first-seJB* basis. Often you will want to arrange with customers ahead 
of time when you will do their work. If you take appointments, it will 
Help you to organize your workers 1 time for £he day. Look at your 
calendar. See which days are busy and which are not. Then you can try 
to schedule work to even up the workload, if possible. 

In scheduling customers 1 jobs, you may want to cram your schedule 

full. Customers often cancel at the last minute. Remember, however, 

* i 

that your workers may get sick and stay home. So don't take on too many 
jobs in one day. As you get practice in scheduling you 1 11 figure out 

♦ ! 

the best, system for you. 

First you decide on the day you 1 11 take your customers. Then you 

must decide which workers will do the jobs. If your^ workers all do ^ 
general repair, you can pass out work as it comes in. If your^workers 
have different specialties, you'll have a bigger job of scheduling. 
Remember that one mechanic can't rebuild two engines on the same day! 



A copy of the work schedule Ma£t used to plan his brake jobs A for the 
week appears on the next page. • 
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WORK SCHEDULE: WEEK OF JUNE 20 



Monday 



Tuesday 



Wednesday 



Thursday 



Friday 



9 Rivera, Chevy Johnsor\, Ford 
Brakes/Tune Brakes 

10 » 

4 

11 . " " 

12 Lunch 
' 1 fc ' 



% 
3 
4 



Lunch 

Korecky , Dodge 

Brakes 
ii 



Lunch 



Lunch 



unch 



Checking the Work * ^ 

You want your customers to be happy with your work so they will keep 
coming back* You want them to tell their jfriends about your shop. It 
is also important to do good work to help protect your elastomers from > 
car accidents and breakdowns. Make „sure *you check all repjair work a^ter 
it's finished. Take a test drLve, if necessary. Explain ta the 
customer what you've done and ajiy other repairs that v are needed. 



Summary 



•A 



To organize the work in your car repair shop, you should record what 
each customer wants you to do by u'sing a work order. If you take • 
appointments, you should keep a refcord of the work to be done each day 
by using a work schedule. A&t^r work is completed, you should check 
it; That ; way you will keep i/ork quality high and your' customers safe 
and happy. < 



si ;< 
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* Learning Activities 



Individual Activities 
m 

1. Visit a car repair shop and ask for a copy of their work orde'r - 

form. Find^out how this form is filled put and used. Find ou£ how 
"estimates are made.' Ask \fhether customer jobs are scheduled "by 
appointment" or on a "first-come; .first-serve" basis. Find out how 
jobs are passed out to mechanics. 

2*. . The following people want to schedule brake jobs with Matt the week 
of June 20. I 

• " Ray Wheeler wants his brakes^ fixed on his Pintov. ^ 

• Debbie Mason, has a Dodge Colt. She wants her brakes fixed plus 
. \ m an oil /lube job. v 

• * Melissa Frank wants a brake job on, he ; r Oldsntabile. 

• Wally Martinis Maeda needs brake work. 

* Fill in the names of these customers on the work schedule in the 
text. Remember that Meg Wants to have one 'full day off if possible. 

«_ & . r- 

3* Complete the work order pn the next page forLeroy Johnson 8 brake 

jpfe. Put an asterisk- (*) by the parts that were completed after the 

' t * 
' work was done. You don't need to fill in Total Parts-, Labor, Tax, 

$or Total Cost. Assume that when Meg was working on the car she 

: found out ,she needed to replace the cap to the master brake 

\ cylinder. This was not included in the "pack^e" price. She also 

wrote 'a note to Eeroy saying- he needed his wheel alignment adjusted. 



if- ^ 
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WORK ORDER 





QTY. DESCRIPTION OF PARTS COST DESCRIPTION OF WORK COST 


• 


— * 


CUSTOMER'S AGREEMENT: • 


*TOT AT FQTTMATVn PfiQT ^flA (\C\ 
i \J Lc\U do LLlu\LIjU KAJo 1 yOD tUU 


,1 hereby authorize you to perform the 
above work and to use necessary 

•materials. I agree to pay the amount 
estimated above. You and your employ- 
ees may operate my car for inspection 
testing, or delivery at my risk. You 
will not be responsible for loss or 
damage to car or articles left in it. 


COMMENTS: 

> 

TOTAL PARTS: 
TOTAL LABOR: 
TOTAL PARTS AND LABOR: 


Customer's Signatures A 
X 


TAX: 


WORK DONE BY: 


TOTAL COST: 


» 

Discussiotr Questions 


v. , 

k 


1. Why is the work order considered a legal document? Why is such a 
paper needed in the auto "repair business? 



2. Discuss how to prepare an estimate for a "parts an,d lalior" type 
job. How can fl&t rate manuals help you? ^ s 

« 

3. Why do many car repair shdps make appointments* instead of taking 
. customers on a "first-come, first-serVe" basis? ' ' * , 

f v 

4. Discuss the following quote fronK Henry Chewi "I^cfon 1 1 trust car 
mechanics. They charge high priced and^fcftey^on 1 1 even fix your 

I car. Sometimes I think they don't even, open the hood.". Do you 
j think there is any truth to what Henry says?* What could a car 
repair shop owner do to change Henry 1 s mind?' 
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5. Look at the following par£ of a work order for Mo f s E-£ Rejpait: 

Shop. ? How is it different from Matt's work order? Why? ^ow: raych 
does Mo charge per hour for labor? 



fYTV 
\JL I • 


r 

ny^rPTPTTHN op part*? 


fO<?T DE^fPTPTTON OF WORK COST 


1 


Freeze Plug 


Replace left rear 






freeze plug 7 






Flush l-adiator 


2 . 


Coolant 


Estimate: 2 hours labor „ 






5 @ $30.00/hr. plus $30.00 






in parts 


3 


Radiator Products 






(cleaner , protector, 


sealer) 









Group Activity * 

Suppose you have^wo mechanics in your auto repair shop. You are 
the service manager and don't do any repairs yourself. Decide on the 
services you* 11 offer and whether your mechanics will have specialties 
or not. Tt^en, in a* small group, role play a typical day in your shop. 

1. £alk to three custodiers who 'want their cars "repaired on a certain 
day arid find- out what work' they need done* — 



2, Complete a work schedule for the day. List the customers 1 names and 
repair work desired, the name of the .mechanic who will do the work 
on each job,- and the^hours" each joj> vill take. (Refer to a flat 



rate manual if you need^-to.) 



-J 



# 

^UNIT'6 



Setting .Prices 
t 



To help you idecide on the right prices to charge for 
your auto repair shop. 

> 

Objective 1: Pick a good~"flaV rate 11 to charge foi^ 
a specific "quick service 11 repair job. 

Objective 2: Pick a*goo<3 price to charge for labor 
for general car "repair jobs." 





/ / 

/ 

* t 
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MATT DECIDES ON PRICES 



Matt felt that customer demand was quite high for his 
service. "More people are getting their cars fixed now 
instead of buying new cars. People are willing to pay for 
good service because they want their cars to v run well 'and 
save gas. On the other hand, I want to keep my prices low' 
so I can compete. I'm willing to cut my profit^ to get 
customers at first." 

Matt had to decide an the price he- 1 d charge for a 
disc/drum bi^ake job. He visited repair shops to' find out 
• exactly what they included in a brake job and what they 
charged. Prices ranged from $89.95 to $95.00. 

Matt figured his costs -for doing a brake job. He kept 
in min^ that some cars would need mbre work than others. ' x 
His flat' rate woqld be an average of the costs for all the 
jobs. He figured that auto parts knd supplies would 
average about $18 for each job. 4 He divided his monthly 
operating expenses (^2, 7g0)^by*160, the number of- hours his 
shop tfas open in a month. This was what he'd need per hour 
to cover Hi i& rent, advertising, etc. He multiplied by* 3 
since it ^ould take 3 hours for most brake jobs. Matt 
found he'd need $50 to cover operating expenses for each 
brake, job ($16.88 x 3 = $50). - 4 

Matt needed . to jnatce around $650/morith or $12 per job to ' 
, cover profits Thi's included what he'd need to buy 'more 
equipment. He didn't include any salary for himself. He 
would live off his savings and his wife's income ""for the 
first year. Adding the amounts "he'd n^ed for »£arts/ 
supplies, operating expenses, and profit, Matt catoe up with 
the price of $80 for a brake job. He compared this with 
*\ the prices of his competition. He decided he could raise 
his price to $85.95 and still get plenty of business. ' 

1 — : J , 




Setting Prices A 

^ • C 



» , Pricing is "an important part of any business. If your prices are 

too high, you lose customers. If your prices are too low, you can't pay 

your bills. Matt tried to "balance 11 many, things when lie set h>s 

prices. He wanted to make ttjera "just -fight." There are two ways to set 

prices in an auto repair shop — "flat rates" and "parts and labor." The 

parts and labor method is most common. In either method, you musH think 

about five main things in setting prices: 
♦ 

• cost o^ goods sold; 
0. operating expenses; 

• profit; , 

• competition; and 6 
c customer demand. 



Two *Ways of Pricing 

You may set your prices in your auto repair shop in two different 
ways . 

You may charge a flat rate .price ,as Matt did.. This'mean^ that for a 
• — J* 

certain type of^job^you charge all your customers one price. Customers' 
<with "old clunkers" pay the same amount as those with newer cars that 
require less work x and fe#er parts. You may charge a flat rate if you 
can easily figure out* what a good "average" price is. 

You may want to offer lots of services on maay kinds of cars, then 
it would be too hard to figure out flat -rates. That's why most general 
repair shops charge customers for parts and labor separately. This way, 
the total price for a certain job is higher for a car in poor condition 
than for a car 'that is in good shape. For parts antf Supplies, you will 

" J; • 
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charge the amount paid for them plus a "markup/ 1 The average markup' on 
parts is around 30%. The main decision you must make is hoi? much your 
hourly charge- for labor will be (labor = operating expenses + profit). 

# Use one of these methods to decide on your prices. Then raise or 

lower your price a, bit, depending on what your competition is charging 
and how much your customers want what you have fco offer. 



Costs of Goods Sold - ( ^ 

♦ 

This cost refers to the amount you must spend on goods that you 

resell to the customer. This means the parts and supplies (like oil and 

transmission fluid) that you)put into the customer 1 s car. You'll need 

to figure out how much you 'spend on parts and supplies, for a job. If 

you charge flat rates, you add parts to yQur other costs and give the 

>. « 
customer the total cost only. With "parts and labor" prices, you charge 

* „, • 

the customer the amount you spent plus markup. You list the cost for 
parts separately on the bill. 



Operating Expenses 

• In setting your prices- (by both methods), you must include money to 
help pay the costs of running youx: business. Th^se include wages for 
your, workers , rent, utilities, depreciation and repairs on equipment, 
advertisings, office supplies, and oth$r expense Depreciation is the 
amount that your 'equipment reduces "in value each yekr due to "wear arid 

tear." Figure out hovr much you 1 1-1 need to cover thdse expenses in an 

* * • ' " 

hour of shop time. First estimate wh£t your operating expenses will be 

for a month. Then divide this figure b$ thfe number of hours your shop 
is open. 



J 
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Profit ' "■ • •' • ■ 

The money'you'll need for your salary, bank payments, and business 
expansion is Called profit. You should decide ahead of time how much 
profit you want your business to make in a month. If you .don't plan 
ahead you may not make any profit. 

You may decide not to take out any salary for yourself for the first 
few months. As your business "'catches on," you should certainly add 
money to your price to cover salary for 1 yourself . In your monthly 
"profit goal, 11 you should also include what you'll need to buy new 
equipment and do renovatioijs . '* 



Competition 

"ft is also important to know what your competition is charging for 
the same repairs. Your price doesn'j: have to be exactly the same as 
theirs because every business is different. Your price should be 
similar, however. If possible,, try to attract customers by offering 
lower prices, like Matt did'. Do not raake^your prices so low, however, 
that *you aren't making a profit. You may not be able to offer lower 
prices. If so,, make your service, better and let your customers know 
that it's better. Then they won't mind paying more. 



Customer Demand . 4 

r \ 
People will always need car repairs,. The prifce you can charge, 
however, will depend on what people are willing to pay. If there are 
.only a few shops like yours nearby f you can probably charge a fairly 
high price. - If your Specialty is fixing expensive cars for wealthy 
customers, your price cair probably be a t>iu more, too. If your 
mechanics are the best in the-area, you can also charge more. 
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But, if the tfend in you'r^ area is, to buy new cars (which need fewer 
repairs) or to do "f ix-it-yourself" auto repair, you may have to charge 
less to get business.' \ . 



Summary 



There are two ways of setting prices for car repair — the flat-rate 
method and the parts and^Labof method. You Qeed to think about many of 
the same things in setting prices ti^either method. You should think 
about how much -you pay for parts, what your operating expenses are, and 
the profit you want to make. You must also study the prices of your 
competition and, find out what customers are willing to pay. As time 
goes on, study your prices to see t if, they are still right for you. 
Change them if you need to. > 



■< 




* / 

'Learning Activities 



Individual Activities 

1, Read the following statements and indicate whether they -describe- the 
flat rate method of pricing or the paVts and labor method. 



This method is used by most general repair shops. , ^ 
A customer would probably prefer this method if his or her 
r car were in poor condition. 
A business owner must think a lot about the cost of parts in 
using this method. 1 , 

With this method, customers might not know ahead of time 
exactly how much they will have to pqy for a job. , 



2. List the five things you must thihk about in # setting prices by the 
' Jlat_rate method. 



3* Find out the prices charged by two repair shops in your town for a 
disc/ drum brake job. If possible r talk to two shops that use the 
flat rate method of pricing. Find out what services- a customer gets 
for this* price. For example, does each shop check tire ""wear and 
alignment or take a test drive? Compare the prices of the two 

n shops. Which ^is a better price 1 and why? „ * . . . 

4. Walter Moore has a repair shop for American cars-, that has been open 
for several years. He uses the parts and labor method of pricing. 
His monthly expenses run arouiid $4 X 000 a^month and his monthly 
profit goal is $2,000. His shop is open 200 hours a month. About 
how much do you think his hourly charge for labor should be? 



62 



1. What do you think'was the lowest price Matt couicl charge for his 
brake job? What was the highest?' 'Explain why you answered the way 
you did* h - \ ^ 

2. Do you think Matt made a good decision in setting his monthly pfofit 
goal so low? Why, or why not? 

■ 

3. Suppose you owned a brand new auto repair shop. Do you th|nk you 
could go without a salary for a year in order to keep your\prices 
low and attract customers? JLf so, how could you do rfiis? . ^s there 
anything you could do to start bringing iiv customers and making 
profits sooner? ' 



Group Activity 




Pick a certain kind of car repair your group wants to have dime, 

Ask two^or three repair shops in your area' to give you an estimate of 

the costs of parts dnd the cost* of labor for the job. Choose shops that 

you would expect to charge different prices. Find out how long the job 
will take at-each shop.. 



♦1. Figure out the hourly l^dor charge for each shop by dividing the" 
total cost for labory^by the number of hours required for the job. 

r / 

How do the laborJ^ates^ compare? " 



2. If labor rates ^ are different* how could you explain this? Are there 
any differences you can think of about these shops that would* make 
customer demand different for their services? Do the s shops have 
different kinds of* competition that might ^affect their prices? ; 

3. What other factors could cause these differences in prices? 



V 
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p Advertising and Selling * 



Goal: To help you advertise and sell the services of your 
auto repair jshop. 



pbjective 1: Choose the one way to advertise your 
business • 

Objective 2: Develop a printed ad for your shop. 

Objective- 3: Lisi: several ways of keeping your 
customers happy. 




MATT SPREADS THE WpRD ABOUT HIS SHOP 




When Matt began to plaft his advertising* he, called^his 
cousin Barbara. She worked for an ad Jagen^y and-had lots 
of good ideas. "I want to flood the' a^a with, several 
• kind§ of ads about ray business . _ Of^€ourse , my old cus- , 
, tomers will corae to =rae anyway since they trust ray work. 
But* I, want to offer good, quick service p6 lots of cus- 
tomers. Why do quick work if I have large gaps of'\time 
between customers? I need to advertise to fill in these 
gaps." ... 

Barbara thought Matt should use the Yellow Pages, 
direct-mail fliers, the radio, and the local newspaper. Of 
course he'd also have to get a large sign for" his 
building'. He would need business cards printed. He also 
thought about putting his business name on his mechanics 1 
uniforms and his work orjders. 

"One person who owned a quifck-tune* franchise' told me I 
should spend 10% of the money I plan s£o make every month on 
advertising. Sinfce my business is new, I decided to spend 
more for the first six months. That's a lot of money. But 
^*as I see it, I'm spending money to make money. If 1 want* 
yto succeed, I can't afford not to advertise." 

Matt decided what he wanted to say in his ads. Barbara 
designed a logo. They used the logo and the same message 
for the Yellow* Pages , newspaper,, and fliers. - The ad 
department of the radio station helped them write a radio 
ad • . - * 

For the month of the grand opening, Matt took out a 
one-column Yellow Pages ad ($50/month), put six large ads 
*in< the local paper ($600), and put 50 30-second "ads - on the 
radio ($250). The Yellow Fages ad, of course, would appear 
in the phone book until the new edition came out. Matt 
also mailed out 500 fliers to people who lived close to his 
shop ($100). He decided not to give special discounts 
since he offered a "low everyday price." . 



Advertising and Selling 



T.o get people to use your car repair services, you must teH them * 
about your business by advertising. Decide which media you want to use 
and design your ads so they stand out. Getfing along with your 
customers is also very important. ^oUMLl want them "to come back and* 
refer "their friends. ^, • \ ' * 



How to Plan Your Advertising 



When'you plan ypur advertising, ask yourself these questions. 
Who are the peopled want to reach? 
What do^I want them/ to* know? t 
•When should I advertise, and how often? . 
How can I reach people best"? (Whict\media will I use?) 
Why am I trying to reach them (sale, opening a' new business, 
offering new services, etc.)? . , 

How* much can' I afford to spend? 



, v As you answer these questions, you will be able to decide what* your 
ads wilJL say and what, th^y^llrlr^l^lrTtlC^: You wiii aTso be able to ,« \ 
plan a. monthly advertising budget* and a time schedule. < 



What! Media to U*fc 



HeVe e are several good ways to advertise your car repair shop: 



The, Ye How Pages . These^ pages in the telephone book afp a good way 

t& reach a large number of people. People often look for services 

) * " t 

lere. Ads for ^atJtoraobile repair shops fill up a 'large section of the*' 

— 2 A 

' - . ' 67 



Yellow Pag^£. You almost have to put in a fairly large ad, jtist to keep 
up with Jour competition. Talk to the phone company several months ift^ 
advance* Your ad should be in the, phone book when your business opens. 
Plan to keep your ad in the Yellow Pages'' the -whole time you're in 
business. It will remind former customers that you're s.till around. It 
will also tell new customers about you. 



Fliers and postcards . These ^include ads you send out by mail or 
hand out. With fliers, you can decide exactly who you want your 
customers 'to be and then mail only to this group. You can also pass out 
fliers to the homes in your area. Or you can put them on cars of pepple 
who work or shop 0 near your business, too. Because of printing and. 
postage costs x fliers are a fairly expensive way to advertise. However, 
they are j^ejsonal ai^d bring good results. 

» 

It you keep good records, you will know when your customers should 
^rebprft for refgul^r service (such as an oil change). You can send 
"reminded" post cards in the maif. Your customers will be- thankful, and 
you'ip. ^^rnore/' return" business. If you 'design your fliers in a 
certaxwvg^ A ou can also give them to customers* when they come in for 
the first time. The fliers will answer fliost of their questions about 
,your services*" and guarantees. ' 

, 

Radio . This method .c^JO reach people when they are .thinking* about \ 
car/ repair-*- while tney re in their cars.' The- hours people are going to 
and from wotk are good times for you to advertise. Short "spots" on 
loteal, radio don't cost very much and they reach ''the jpeople in ypui: ^ 
a^ea. To succeed, however, yo.ur ads should appear often. For example, * 
M'att's ad*was on. the radio three times a -day, four days a week- all. year 
long. - \ t . V * ' & 



Newspaper advertising . This method is not _as 'common for car repair 
shops. But it can also be used. People usually won't drive" veryMfar to 

it their cars fixed. So make sure you use local papers. That way 
every reader is a possible customer. TJie best way to succeed is to 



69 



x/ C ' 



advertise regularly — for example, once a week. Sometimes "onertime* 
specials" wilL also bring in customers. 



rthat to Say in Your Ads - - • ^ ^ J w - 

* 7 ' t 

4 • ' G 

1 You sfio,uld r have a putpose for each ad and ^should aim at a certain 
•group of qUstomers. For example, Matt aimed his ad for "drive-in" ' 
fcuneups at busy working -people. - *i ( 

r ' * ^ * ' ' ° % f 

" '* ,, '' '» * 

,Your\printed ' ads should have aft illustration and a headline in your 
ad to attract attention; The main text of the ad — the copy — should give 
information about the kinds of services you offer. It; also should tell f 
why your business- is special. The ad should also give the^name, 
"address, and phone number o°f your shop (identification). * All these 
parts shbuld be organized in a layout that' is nice-looking and..easy to 
read . ^ Pe'ople don't read ads carefully.. Sc keep the number of ^ords. 
down, just give them the general w idea of what you do and why, they 
shouLd come to yopr shop. 



How to Keep Your Customers Happy , ' . 

Two of the best ways to get business are^o develop regular 
v customers and to get them to.send in their friends. Treat them 

well — every time. To get alon& with your customers, do the following ' 
' things.. _ ; ' J P i ^ 9 ' 

Builj up a gopd reputation . Develop a good business image- sq that 
people will trust you from' 'the start. If customers come in feeling good 
• about your ahop, chances are higher that they'll be happy with your 
service* 

Have good equipment, skilled mechanics, and £air prices . The best 
way to keep customers happy is to do*a good job. Charge fairly for the 
wdrk yoii do. Customers should only, pay for the work you do, not for 
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what you think you can "get out of them." Thys is not only good v 
business.* It's what the law requires. 



Communicate . You should listen to your customers and figure out 
what services they need. Tell them wha/ you can do and what you can't 
do. When Hie job is finished, explain what you found. v \ If you see othet 
repairs that need to be done, t£ll them. Educate your customers about 
cars if you can. They'll be happier if they understand what you're 
doing.' 



Keep good records and use them . Fill out customer work orders 
carefully. Write down everything your customers tell you to do, and 
make sure it's dene. Look at the work.orders when customers have 
questions about the work.v^IJ. the customer forgot to tell you about 
something, you can't be blamed for not doing it. 

Handle problems calmly . When you do make mistakes or problems come 
up, solve _them as soon as possible. Be polite and calm. If something 
wasn't really fixed, repair it again without" charge, if possible. 



Summary . , 

To make your business known in your town, use some of the following 
methods — the Yellow Pages,: fliers, the radicr, and newspapers. Ads 
should be catchy and informative and have five main parts. One "of your 
b.est advertisements is satisfied customers. If you work at keeping them 
happy, they will come back and send their friends. 
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Learnin| Activities 



Individual Activities 

' » * 

1. List three qualities of a good ad, 

2. List at least four pieces of. information that should appear in an ad 
(for example, the^name of your service)* 

3. vln the Yellow Pages, find two or three ads for the same kind of auto 

repair shop". Label the .five parts of e f ach ^ jtd ^ (h^afciline , 
illustration, 'copy, identification, and layout). Write a few 
sentences explaining which ad you. like best aricT~why-— 



4. Design a logo and Yellow Pages >.&d for Matt's shop. Refer to Unit 1 
of A this module for more information l&bout his services and business 
-image, 9 \ 



Discussion Questions 



1, List sevferal different kinds of services auto repair shops can offer 
and different business images they can have. Look at sample ads in 
tKe Yellow Pages if you want. List qualities of a good business 
, name and Jfcgo for several different kinds of shops. Think tff a s few 
examples ^. • 



2. Discuss why you should and wjiy you shouldn't advertise through the 
„. * x 

Yellow fages,, fliers ^ newspapers, and the r adio . 




3. List some otfier-ways of spreading the yword about your business. Try 
to think of several "free or 
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4. - Matt decided to spend a lot of money on advertising. How could he 

find out whether he was spending too much (or too little)? How 
could he figure, out which medid were most successful* for. him? 

5. Do 70U think it would be hard.to keep customers happy in an auto 
repair business? Why, or why . not? Do you thitik following the 
guidelines in the text would help? List other things you could do 
as well. 



Group Activity . ■ "* , v 

1. Assume that your group is planning Advertising for itp. own auto 
repair service. You can spend $800 on advertising for the first 
month of business and $500 for each month \af-ter that. Below is a 
list of costs for various' kinds of advertising you could use. 



Kind .of Advertising, 



, Cost 



Direct-mail fliers 
Yellow Pages : 

Small ad 

Large ad 
Radio ; v 
Newspaper: 

Small ad 
* Large ad" 



$..20 per flier 

$50 per month 
$75 per month 
$5 per 30-second "spot 11 

$25 per day 
$i00 per day 



On the advertising plan on the next page, list "the kinds of 
advertising you decide to use and how^much you p\an to spend on each 
kind. Try to. use your money in the best way you can. 
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ADVERTISING PLAN 

Kind of Advertising Cost of Each Kind of Ad Total 'for Month 



For Start-Up Advertising 
(First month) 



$800 



For Monthly Advertising 



$500 



2. Your group should pick a business name and logo for a certain kind 
of auto repair business. Design a printed 4!. Make it clear and 
catchy. Artwork doesn't have to be fancy. 1 
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UNIT 8 



Keeping Financial Records 



To help you learn how to keep financial records fQr 
your auto repair shop. > 

\ ^ > . • 

Objective 1: On a work order, fill out cos^* for a 
car repair job/ ^ 

. • ' ' * 1' 

Objective 2: Fill out a cash sheet for a cejflpin 
business ' day. 
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MATT'S MONEY GOES IN-AND-OUT 



Matt' decided to take only cash at his shop. I'People 
can give me dollars and checks. But I'd like them to pay 
me before they take their car. That's one reason IJp#n 
give such good prices. I don. 1 1 have to pay a bookkeeper to 
keep track of credit customers. " 

Matt's main customer record was tbe work order. He 
used it to keep track of the work tve needed to do. He also 
used it to request payment from the customer. He' filed orfe 
copy of the work order by date and month. He used this" 
file to check up on# the amount of money he brought in every 
month. He also used this file to send reminder notices to 
customers about oil changes arid tuneups. In the other 
file, he filed work orders by the customer's last name. He 
could look here if questions came up about the past work he 
had done for a customer. 



On June 22, Leroy Johnson and Barbara Korecky paid 
$80.91 each for their tuneups ($79.95 for the job plus tax 
on the parts). Matt also did four tuneups and lube/oil/ 
filter jobs that day — two at $54.84 each and two at $56.90 
each (his prices for 4-and 6-cylinder cars). He collected 
payment for three of the jobs by check and the rest by cash. 

That day Matt also had to pay a bill of $148.50 for 
tuneup pa^ts, and a phone bill for $49.87. He paid these 
by check. He also spent $15.04 for coffee supplies. He 
paid Meg $320 for last week's wages, too. m 

In his checkbook Matt wrote down the information ^b'out 
the checks he'd written. At the end of tfyfijtday. Then Hfe 
counfefed all the money" he'd received that day and filled out 
a deposit slip for his checking account. He entered the 
amount of the deposition his check stub. He also filled 
out a daily cash sheet of what he had taken in and spent 
that day. 
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Keeping Financial Records 

• c , • 

Keeping financial records is a must for all auto repair shops. 
Your records give you information you jneed daily. They, also help you 
prepare certain monthly and yearly reports. You can use these to make 
important business decisions. This unit discusses records that will 
help you. 



'Cash or Credit? 

You may want to /tun yoflr shop on a cash-only basis. With this 
system you are paid for all your repair/ work the day you do it. Few 
records are needed. You may want to accept major credit cards as a 
service to customers. With this system, you don't have to wait for 
payment. The credit service pays you and then bills the customers. The 
credit service, however, charges you a fee for its services. You could 
also offer your own business credit. You/jnust kfeep records of what your 
credit customers owe, and send them monthly^ bills. You^ also must remind 



people who are slow in paying. Due to the extra paperwork and the ' 
problem of non-payment, you may want to avoi d<th is system. 

% 

The Work Order Form * . - 

The work order form is a kind of sales slip. It is used to: 

• record the work you have done for the customer; 

• request payment from the customer; and 

• prove that the customer has" paid for the work. 

»» 

On a Work order form, you must J-ist the: (1) cost of labor and 
pdrts} (2) sales tax on- parts; and (3) total cost of the job. Here is 
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part of the work order ttatt. filled out for Leroy Johnson (in Unit 5), 
This time all cost information Aas been added. 



QTY. 


DESCRIPTION OF PARTS 


COST 


DESCRIPTION OF WORK 


COST 


1 


Brake Cylinder Cap 


$4.00 


Brakes: Drum- type 


$79. 95^ 


« 


(old one leaking) 









TOTAL ESTIMATED COST 



I hereby authorize you to perform the 
above work and— to use necessary 
materials. I agree to pay the' amount^ 
es timated above • You and your employ- 
ees may operate my car for inspection, 
testing, ©redelivery at my risk. You 
will not be responsible for loss or 
damage to car or articles left in it. 

Customer's Signature/ 



$86.00 



COMMENTS: 



Wheel alignment, 
needs adjusting. 



WORK DONE BY 



2 



TOTAL PARTS: 
TOTAL LABOR: 
TAX: (6*) 
TOTAL COST 



-MLB 



4.00 
79.95 
1.32 
$85.27 



Matt charges his customers a "flat rate" for most jobs." His priceV 
of $79.95 for a drum brake j<?b includes the cost of all labor ^and 
standard parts. This c^st is listed in the top right section called 
Description (and Cost) of Labor and in the bottom rij*ht section of the 
form on t^fe, line called Total^Labor, - Matt had to charge Leroy extra for 
one spec/lal part since it was not included in the flat rate price. He 
listed 'the cost of thia^part ($4*100) in the left section called 
Description (and Cost) of Parts and in the bottom right section, under v 
Total (Extra) Parts. 

Matt had to pay sales tax to the state on auto part^ and supplies 
(but not labor). He figured out the total value of the' parts be used 
($18 for, standard brake parts and $4 for the special cap), and 
multiplied it by 6%. He entered the total under tax. Then he added all 
the figures and got the ^otal Cp'st of Leroy 1 S| job. — 
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Th your shop, you may charge customers a parts plus labor rate. To 
figure out your total.Jlabor , you should decide how many hours it \ook 
for the job and multiply tfi'is^Jbjr your hourly rate, ' The cost of all 
.partes should be listed under Totai^TacJts • , , 



\ 

The Daily Cash „Sheet 



You will take in money from cash customer's every day yoyr shop is 
open. If you have credit customer^, you will get checks in the mail ftfr 
past jobs.. You will also have to pay bills coming into your business. 
While you may not do this every day, you will 1 do it throughout the * 
month. For example, you may buy office supplies -one day and pay rent 
another. ' " 



You'll want to know how much money comes in and goes out every day. 
If you use a daily cash sheet you 1 11 have a complete list of , all cash 
revenues and expenses. A sample cash sheet appears below (the one Matt 
completed on June 22). You may use a different fortn as long as you 
record the same information daily. * / * J 



DAILY CASH SHEET 
Cash Receipts , , Cash Payment s 




Cash Sales $585.30 Salaries $320.00 

Credit Sales *_ Building Expenses 49.87 

Equipment and Furniture 

^ Inventory t 1 148.50 

Advertising * 

& ♦ - Other - 1-5.04 

TOTAL CASH RECEIPTS $385,30 TOTAL CASH PAYMENTS. $533.41 



\*aily records are summarized from time to time to find out how th^ 
business is doing* two of the forms you will use are the profit/loss 
statement and the balance sheet. You will learn about profit/loss 
statements in the next unit. If you do go into business for yourself, 
get the advice of an accountant about how to cotrfplete a balance sheet. 

* 4 N * * , 




You will neecf to fill out many forms and 4recot.(|s in your -business. 
Use the work order form to request payment from customers. Use the 
daily cash sheet to keep track of the cash going in and out every day. 
Good daily records will help you prepare financial reports and make good 




Learning Activities 



Individual Activities 

» 

1. List 'three uses of the work order form, * 

t 

2. Talk to the owner of a local tepair shop and find out what kinds of 
financial records he or she &eeps. Dfoes the owner allow customers 
to charge? Explain how the forras/^nd records are -different from the 
ones Matt used. 

n 3. Look at Matt's work order in Unit 5 for Manuel Rivera's tuneup and 
brake job. (Remember that Matt charges "flat rate* 1 prices.) Lists 
all costs and figure out how much Manuel will have to pay. (A brak$ 
job is $79. 95 and a tuneup is $39.00. Parts included in the flat - 
.rate prices are worth $15; sales tax rate is 6%.) 



4. Look at tha/work order filled ouf^by Mo 1 s' E-Z Repair Shop in Unit 5, 
Discussidn Question* 5. (Wo r cHaf ges by the "parts and labor 11 
methpd.) List all costs and figure out how much the customer will 

Jve tro pay. (It took 1-3/4 hr. to replace the freeze plug and 1/4 
hr-. to flush out the radiator. ' The freeze plug costs $2.50, coolant 
$7.98 a bottle. The other radiator products cost $2.95 each. Sales 
tax in Mo's state is 5%.) ^ <- . * 



On July 28 Matt had to keep track of the Allowing. 

• .Elizabeth Rollins paid $120.03 for a tuneup and brake jc*b^ 

• Matt; took in a total of $154.20 for all ,the oil/lube job.s he. did, 
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• Matt paid his rent ($600) and his gas and electric bill 

($7I>. 79). He spent $59.17 on brake shoes. He also paid a bill 
f or $200 for some ads he put in a local paper. 

Fin out. a cash sheet for July 28. . 



* DAILY CASH SHEET 



Cash Receipts 



Cash Sales 
Credit Sales 



TOTAL CASH RECEIPTS $ 



Cash Payments 

Sal aries 

Building Expenses 

Equipment and Furniture 

Inventory 

Advertisi ng 

Other 

' T0TAL CASH PAYMENTS 



Discussion Questions 



1. Why do you think .gar repair shop owners use a work order with 
customers instead of the kind of sales slip used by. a dress shop? 

2. Why should you keep ar daily record of cash payments and revenues? 

3. What other kinjis of records do you think have to be kept in an auto 
repair shog^ What kind of monthly or yearly reports have to be 
pre par ec 




4. List several reasons why you ^ftild and why you wouldn't offer credit 
to your customers. 
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Group Activity 



s- 



/ 



In a small group, describe one to- five repair jobs you/ did in one 
day in your shop. List all the money you'took in (by job) and \t he money/ 
^ypu paid out. T^ien fill out a daily cash sheet for that day* 



DAILY CASH SHEET 



Cash Receipts 
Cash Sales 



TOTAL CASH RECEIPTS $ 



Salaries 
Building Expenses 
Equipment and Furniture 
Inventory 
Advertising 
Other 

TOTAL CASH PAYMENTS 



Cash Payments 
$ 




UNIT 9 
i 



Keeping .Your Business Sucpessful 



Goal:- To help. youMearn how to s'tay .successful 



Objective* 1: , From a profitAoss statement for an 
auto repair shop^ figure out the net profit, 
exp'ense ratio, and profit ,ratio. x 

• „ 

Objective 2: State one ^ay*of increasing profits in 
an auto repair shop. 

Objective 3T .State one way of* changing your 

^services to ravse^your revenues.* 4 - ^ „ 
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MATT "TUNES UP" HIS. BUSINESS 



At the end of Matt's first year .of -business , he made* 
'$9,720 in profit. With this money, he bought some tools 
"arrd~ffad a 9mall "amountTTef t" ovef* for 'trimself^ It "wasn't 
muctT, but he hadn' t^ expected to earn any salary the first 
year. He had planned to live on his wife's salary and his 
savings. / . 

*The second year Matt's revenues increased quite a bit 
and so did his profit. However, he still didn't have a 
very high salary for himself. He could have made more 
working for someone else* He* said, 1f I know it takes a year 
or two ta get your business going. So I shouldn't be 
discouraged. But I do need help." 

Matt went to" his accountant Peter and asked- questions 
Peter explained how to study certain ratios on the profit/* 
loss statement. Matt's expense ratio was higher in the 
second year. That meant that he had s^pent a larger 
percentage of his revenues on operating expenses in Year 2 
than in Year \. Matt's profit, ratio was lowef i\i £he 0 
second' year. . ' , 

<• • 
, Peter told Matt that he should be making a 20% profit. 
He hadh' t reached that either year. Pe£er also pointedj^but 
that money coming in for brake jobs in .the ^second year was 
iess than in the first year. At the same time, the money 
coming in for tuneups had almost doublet. -^il/Jjjbe sales 
were also growing. . Matt thought, his prlbl em^ was tRe^b^afce 
franchise that had opened up down \he street. % I,t was 
taking away some of his brake business* 

After talking late into*, the night with Peter, Matt 
deci ded to do certain thi ngs : ^ * 

• stop doing brake jobs and sell hid brake lathe; 
' • raise prices for tupeups/slightly;" 

• find a parts supplier whose priced were lower; and 
watch his operating expenses carefully. ' * : 



Keeping Your Business Successful 



.Your car repair business may grow slowly. Your revenues and profits 
may be fairly low the first year. However, if you plan well** you can 

probably succeed . I t ^ takes ha rd wor k to ma ke your bu sin ess sucg.ejs.sf ul . 

Eve^n when your shop is doit^g well, you should keep working to malce it 
better. You should prepare financial reports (such as the profit/loss 
statement) and study them. You should also look at the market — tilings 
in the* business world that affect your business (such as new equipment", 
and customer demand). Then you should take action in your business to 



keep your business successful, 



r Study Your Profit/Loss Statement 



/ 



/ 
/ 



Using your daily financial records , prepare a profit/loss statement 
for your business * at >least' once a year. Don* t file this report in a 
drawer: Study it. the more you know about the dollars and cents in 
your business, the more likely you will be bo have a -big pifofit at the 
'end of the year. The pfof it/lass statement for the first two yaars of 

^ ar Repair appears^ on th6 next page. There are five^main 
sections of this form: N 

• revenues (money coming in from customers); ^ 

# costs^of goods .sold (money sp^nt on 'auto parts and supplies that 
. are resold »to the customer); * 4 

• ^ £ross profit (revenues nfcnus cost of goods sold); 

* # operating expenses '{money used to run the shop-.-f or t \exa3hple, 
rent, repairs arid depreciation , on equipment, interest on your 
l^an, office supplies, advertising); and 

# ~net profit (money left over after 'buying parts and paying 

operating expenses). * - 
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, \ TWO-YEAR PROFIT/LOSS STATEMENT 


• 




• 


, Yejir 


1 


t Year 


2 




- $ % 


$ 


r 

% 


RPVPTIIIPQ ' * 

Brakes 

< 


•16,2Q0 




•15,000 




Tuneups 


27,000 




45,000 




Oil/Luhes 


10,' 800 




15,000 • 




TOTAL ' 


$54,000 


100%' 


$75,000- 


100% 


* 

^ CosC of Goods Sold 


■ 

$11,880 '. 




$16,500 




Gross Profit 


t 

$42,120 




$58,500 




Operating Expenses 










Salaries 






23,000 




Payroll Taxes 


930 




2,200 




' « Rent 


7,200 




* .7 , 200 ^, 




Utilities 


' 1,800 




2,200 




'Office Supplies m 


360 




650 ' 




Advertising ' 


8,600 




5, 750 




Other 


4,210 




4,750 




TOTAL ; 


$32-, 400 


60% ' 


$45^750 


* ■ 


Net Profit 


$ '9,720 * 


.18% 






* 4 











For Years' 1 and 2, dollar figures are listed on the profit/loss 
statement for revenues, cos.t of goods sold, and operating expenses. You 
can figbre out the net profit by subtracting costs* of goods sold and 
operating expenses from revenues. (Examples here ar^ from Year I of " ' 
Matt's profit/loss statement.) 



Revenues - Cost o£ Goods Sold - Operating Expenses ■ Net Profit 

« 

$54,000 -* 11,880 32,400 « $9,720 

The profit/loss - statement also contains two key percentages for each 
• ) * t 

year—the expense ratio^and the profit ratio. These ratios are 

computed as fpllows: 

rt . Operating Expenses „ , M 32,400 „ , „ 
Expense Ratio = P R J en J Si , X 100 = 5^ X-100 = 60% . 

Profit Rako / = Pr ° flt X 100> x lQQ = 18% 

Revenues * 54,000 

You c$tx use the^e ratios to compare your expenses and profits from 
year to year. Y& can also use them^to compare, your business with other 
auto ^repair shops. 



Keep Your Profits High 



Business owners usually try to earn a certain profit ratio every 
year, -ff your profit ratio goes down, ot- it isn't as high as you waAt * 
it to # be, there are several * things you can do. 

. • \ 

Increase your revenues . You $ah do this b^raising yotg: prices or 
by increasing the numbed of customers you have/ • 

0 . - 

* * * 

* ..If you decide to increase prices,* make sure your customers will 
still be willing to come to, your shop. If you I 0 ^ 2 a* lot of customers 
when you raise' prices , you haven't ( gained a a thing. ' ~ ^ 

* * » 

* * / 

To bring in more Customers, you may have to do more Advertising. You 
may also have Co hire more workers or increase, the hours of t^he^'workers 
you have. It's OK to impend mo?&' in order to earn more.. Just make sure 
thpt you don't spend a lot to bring in a* little more business. 

t / * * 

Vqu can al.so i^ise prices' and try' to get more/ customers , both at the 

' *' • 1 * * • 1 

same time. Thi^is wh^t Matfr decided to do-* Customers told him that 



his tuneups were the best and the quickest in town. He felt that old 
and new customers would come to his shop even if he raised his prices, 

- Keep your costs and expenses low . You should watch the cost of. 
parts- and supplies and the operating expenses of your business each 
>ye*r. You don 1 t want them to rise faster than your revenues. 
Especially watch the cost of auto parts and supplies and the money you 
spend on salaries. Make sure your workers are doing their best work for 
what you're payvng them. Try to keep other costs low by saving energy * 
and using supplies wisely. Look for cheaper supplies if possible. Make 
sure that you use your advertising money on, the kind that brings in the,^ 
most customers v 

V * ■ 

Change or Improve Yoijr Services 

Besides making financial changes in your business, you Wy need to 0 
make changes in your repair services. , Study the.new repair equipment * 
that is available. Find o\it about new kinds of repair 'work 4 that may be 
needed. ' St^udy *your services and those offered by your competition. 
Talk to customers. Then do the following things. , " « 

Improve your services . Make sure your mechanics .stay up to date on 
new^cars and new types of equipment^. Listen to your customers 1 , j 
complaints. Check your mechanics 1 work. If a worker keeps doing poor 
work, replace him or her. Buy more modern equipment" if^, you think it'll 4 
help your mechanics do a, better job. Otganize your work differently so 
repairs get done more quickly and y&u have more" time for customers. ' . 

Change your gepvicea* . As timfe goes, on, you mayWwanfcv to drop certain 

services that -are not popular <fas Matt did)v' You may also want to add 

• ... " , • • * 

neW services, such as rebuilding Engines or doing paint and body work. ^ 

Offering new services" often means buying more' equipment . Make sure^our 

new services" will' pay f;or themselves' before you *nake any big v 

investments.' Also , Aon* fc "spread yourself too thin." It's better to do 

* , ■ 

a few things, well than to^do many things poorly* * * 1 
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Keeping your business successful is something you have to work at 
all the time* You need to study your finances and control them in order 
to ke6p profits high. A good financial report to ^use is the jprofit/ 
loss statement. You slioul* also study trends in your business, * the 
services you give, ycmr competition, and your customers. Then^mprove 
or change- your services 'to keep your business popular and up to date. 



* ' * 






r Learning Activities 



Individual Activities >• A 
«- . - 0 

1. Define revenues, Costs of goods sold, operating expenses, and net profit, 
/ % * ^ . * 

»2. List several kinds of revenues in Matt 1 s. business. List three of 
his operating expenses.' 

■ : <\ 

3a. Figure out Matt 1 s net profit, expense ratio, and profit ratio for 
Year«2. Fill them in on the profit/loss statement in the text. 

b. In which year were Matt's revenues higher? 

c. In which year was* the expense ratio higher? 

d. In which /ear was the profit ratio higher? 

» 

4. Matt changed his business in many ways after Year 2. JList something 
Matt did in his business to reach eactf of the following goals: 
a. to keep operating expenses low; . ' 

Jr. to* keep fcosts of goods sold low; 

c. to increase*revenues; and r * * ) 

d. *to change *his services. * 



'if 



scusajioft Questions 



•4. 



1. What Other' changes could Matt have made in his regjiir services and 
• his "extra" services to*bring in more business? 

2., Discuss the following quote: '"Spend more to make more." tow does 
thi£ apply to an auto repair business? 

' ) 
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3. At the end of Year 2, Matt set the following goals for Jiis business; 

• earn 20% profit at the end of Year A\ and _ 

• earn $30,000 in^pfofit plus enough extra to cover inflation at 
. the end of Ye^r 5<(and every year after that). 

Matt knew he could earn $20,000 a year as a mechanic in someone 
el8e f s shop. He thought he should earn -more as a business owner 
than he could as an* employee. That's why he set his profit goal at 
$30,00j^ a year . Discuss Matt f s plans using the following questio 

a. Was it a good idea for Matt to set profit goals for three years* 

ahead? Why, or why not? 

». * 

b. Assume that Matt 1 s prof it goal is 20% for Year 4. How much ' 
should he plan to take in (.in revenues) to earn_a_ prof it of 
$30,000? 

^.c. Do you think Matt could reach his Year 4 revenue goal at the end 
of Year 3 instead? Jtfhy, or why not? 
<J. . Sirppose;Ma£t got a net profit of $30,0^00 in Year 4 and he had to 
spendv$7,00fcf on renovations, kow much actual salary would he 

take? List two reasons why, at this time, Matt would ber'betfcer 

♦ . ** 

off as a business owner than Jie'd be as a mechanic employed for 

* someone else. What are s^ome possible disadvantages of l#Ls being 

a business owner? -t c 



Grottp Activity 

Suppose your group ha^ % repair shop v like Matt f s an^ypur 1 prof it/ 
loss statement for Year 2 looked like his. What wouljj^ ^^ d^ in Year 3 
to increase profits? Li&t financial changes you would JJwce^pd/ s ervi ceh w 

you would change. Remember' that certain^ kinds of ,fchange$ in your m J 

** ** * * ' * » * 

•business may require increased Expenses. " ) ♦ 

* **** . — * 

%\ r ' l% , * • ;; y ' 

Write a short report* on what yoa plan to' do.* Explain why yoq mace 
the decisions you did. .Also^ p?£pare a M rough? projected profit/loss 
statement for .Year 3 of yQur business. (A projected pro fit/ loss 
statement is wbrat you expect? you will earn and^spend HrYear 3.) 
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SUMMARY 



As the owner of an £uto repair shop, you will have many 
jobs to do. Planning is very important. You may warft to 
spend several months on this. This includes deciding on 
the services you'll offer, picking a business name and 
"image, 11 and choosing a location. You'll also -have to 
prepare a business description giving details about what 
your- business will- be like. You'll pr$s£nt this to the 
bank along with information about your own finances, a 



statement of financial need, and other financial statements, 

* . • 

Once your business has started, your everyday 
activities will include hiring and managing workers, taking 
**tSork orders from customers, and scheduling work. You'll 
also have to set prices and advertise your services, . You - 
and your accountant wiH work together 1 in keeping daily 
financial records and^-preparing regular business reports. 
These will he^p you plan'better for the future. As* you aim 
at keeping your business, "up-to-date , 11 you wi ll makg 



changes in all areas of your business and will drop or add v 
new services as needed. * 



"In ordef to own and operate a successful auto^repair 
shop, you need ^training' in auto mechafu.es> work experience, 
and the special business management skills we have covered 

n this»module. You may not have had ^course in auto 
tnechanica. Then you should take one before deciding to (jwn 
an £Ufco repair s.hop. You can learn business management 
skilly/ through business classes, experience, or^y using 
the advice and example of an expert. 0 * , * ^- 



You may not make a lot of money by owning a repair 
shop. However, you would have the* personal satisfaction o: 
being responsible for your .business and making your own 
decisions. Think about how important these things are to 
you in considering whether you should start your own auto 
repair shop. 
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QUIZ 



Besides having' a general car repair shopj^^ju can $ 
specialize in certain or certain t 



-4- 



List three "extra 11 services (such as tr$e towing) you 
could offer to, attract customers. . « 



a. 






b. . 




4 


Ct 




1 


i 

List three 


personal . qualities you 


r~ — - 

should have to succeed 


as an auto 


repair shop owner* 


.<m 


a. v 




r — — : * 


b. 






c. • 


1 • : — 

c 



♦ Suppose you were dAving thtough an area looking for a * 
location for your business of rebuilding car engines. 
,Which location would be bes't for you? ' * . ' „ 

a. A~ weal thy area where many people have new cars * v 

b. . .An area near a junior college with a large auto repair 
. * t .departjnetvt * , 

, c.. 'A middle" c las 8 neighborhood where many people ha^ve 

cars/over five years old " : ' "* . 



y - - - 97 



34 



Suppose you own one of two shops in a large city that 
specialize in Italian cars. Jhe location that wpuld be 
best for you would be a spot that: 

a. is close to customers, has low rent,- needs lots of 
renovations." * 

b. is on the edge of town, has moderate rent, is well 
equipped. • . * , 

c. is on the main street, is large and attractive, has 
high rent. 

A business description should contain information about: f 

a. the money yqu. have on hand. " 

b. the services you> plan to offer 7 * 

c. the experience you've had in business. 

d. the way you plan to keep^your .records . 
i 

The three main parts df a statement of financial need are: 

a. revenues, expenses, and net profit. 

b. revenues*, expenses, and money on hand. 

c. collateral, interest, and total business loan needed. 

d. expenses, money on hand, and total business loan 
Speeded . 

List three qualities to look for '"-when noting mechanics for 
your shop. . , # • - # * " ' * 

a . 
b. 




Some jobs in your shop yoi should do yourself. Which of 
the following could' you most easily- give to an "employee? 

a. Acting as service manager ' * 

b. .. Pecidlng on suppliers of auto parts 

c. Fixing automatic , transmissions ^ • ' 

d. Keeping and analyzing Tinanfcial records 



4.." 



10. List two kinds of training your employees should receive. 



a. ' $ 



/ ■* b : 



11. List three kinds of information that are contained on a 

work order for an auto repair shop. * 
a. 

* , 

* -t * 

b. • - . ' . • ■ • 

c. '» 

* . ; - - - 

pi 2. Suppose Ma£t\ can do three tuneups^ in the morni-ng and four 

in the afternoo'^ if his schedule is full. His shop^is' 

only open five' days- a week.. But he doesn't work Thursday 

•afternoons-. What is th|^maxiraum number of tuneup 

customers he can take in a week? (Assume that Mejg is busy 

;on other work.) • X 
' a. 20 ■* v 

b-' 25 ' ' . 
c • 31 



d". .35 • r ' . 

13* List four, things ybU must think about ,in setting "flat 
irate 11 prices . / * 



t 



a. 
b. 
c . 
d. 



T 



14. List three uses, of a bu^s^ness "owner's net profit, 



Which of the following would probably be the best type of 
advertisement to use for a small auto repair shop? 
a'. TV . * ' . * 

b. Fliers • ' 

c. The news.paper 

d. Highway billbbards 

To make your printed ads successful dt bringing in 

customers, you should: 
# 

a. use your logo every ,time. 

b. change your layout every time; , » w * 

c. make your ads very short, 

d. list every service you^offer, * ' 

r 

List two ways to keep your customers happy, 

a. * 

b. < ; / 

Name three costs that are .listed on the work order. 

a. \ " 

— 4 

b. 

; <k ! ■ 

c . 

• 1 : ' ~ ' 

List three expenses of your business that might appear on 
a daily cash' sheet. 

a. • * ' 
» ; 

b. "s ' • . -'. , 

c. ' ' • ; 

r 1 y ' — 

A formula for figuring, the profit ratio is:, 

\ \ ' • 

a . J^ oti }_ X 1*0- . ' 'V 



Revenues 



, , Revenues „ , 

b - Profit x 100 



c, Revenues - Expense^ 
* ° < 

d. Expenses - Revenues 



100 



21. List three things you could do to increase your profit in 
. your auto repair business next year. 

* * 

- a. ; t 

* b. ; .J__ ; ^ 

c. 

• 22, List two kinds of chan'ges you could make in your services 
p s in order to increase scales. * * 

a. 

« 1 * \ 

br. 
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